




























































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































A ,  M y  name i s  Jon Lehner. 



-- .'" W .i --- 

And by whom are you  employed? 

X ' R I  employed by TJ S Wesr. f 
Q .  And in what capazity? 1 

I I ' m  t h e  d i r e c t o r  of Reyulacory Affairs f o r  i 

What does t h a t  mean? 

A. I t  means t h a t  basically r z a f  I handle c h s  

Q .  A r e  you someone w h o  deals with t h e  policy 

The question - -  I only h a v t  one question for 

~ u k t c h e d  a c c e s s ?  

A .  And I presume that t h i s  r 3 f e r s  to r h e  I 

1 t h i n k ,  as everybody knows, in 1993 sr 1994 I 

2 %  4 ui/ ; i . t$ l i k e  to leave t h e  rates at 3.14. 
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.& k 4 @rim&rily AT&T, was putting signiflcanf pressure, nett f 
I 
I 

3 nrtEy 0x2 U S West, but o t h e r  companies, t o  lowcr t h e i r  
B 

I 
I 

c 
% ebFfi!ssure o n  by v i r t u e  o f  the f a c t  t z a t  t h e y  were atir 

Z V E  .- 
! t I 

g 
i. aarGeaC a c c e s s  cus tomer .  They were threatening 1 1 a I 

i, i 
i bypass%.  T'ney were t h r e a t e n i n g  t o  t a k e  t h e i r  )Sh 
i k 
i 

F & g k t ? o l n e s n  awi;y. T h e y  were t h r e a t e n i z g  t o  t a k e  t h e i r  
I , i i 

I 'p ! h i l l i n g  business away, a l l  of  w h i c h  r e  did fcr c h e r .  i 
1 2 i C "  1 kkfld 6 9  a result of t h a t ,  i t  w a s  t h e  d e c i s i o n  of a i ~ r  

1 

1 8 

i t E 
i ;,: I 'cs* #m3,lsnated in an.y state by t h e  possibility of:  I 
I 

: r  1 i a c r c a ~ i n g  rates, a c c e s s  r a c e s .  And so we in Sou;b 
i 
I 
t 1 4  arkocn, l i k e  s e v e r a l  other s t a t e s ,  dec ided  t o  leave 
i i i 

I 

: 4  i m o e y  on t h e  table, which i s  exact127 what we did. 

7z - 
b y  5 Commissioner Burg a l s o  asked t h e  q:lest ion, or-  1 2 
',? ! ~ r d a  :he comment, w e l l ,  t h a t  must mean you have t h e  

i 
a 1 & B ? O d c y  P a  m a k ~ ,  u p  c o s t  somewhere e l s e ,  and  r h a t  i s  
i. 

3 %  .- ' ; % B e e l u c r l . y  c o r r e c t .  W e  have had the zhiiity to make up 
0 

1 
I 

6 .., g f 4 Q ; z r r  nees, inc2.udin.g  f e a t u r e s ,  inc lua r i ig  t?il, :nci.;di!:q/ 
t - - 





4 1 A. 1 am not. 

4 [ : g r & L f  in t h i s  matter? I 

i i 
'? 1 A .  No. 

t 

i 
i 
I 

P Q, And did you p r o v i d e  any i x p u ~  tc U 3 % e g t h 8  

@ ~ & f f  nn t h i s  coat study? 

A .  Y e s .  

I( / ?i a 

I 
I 

Q. And what was the nature of that i n p u t ,  ~n i 
1 r 
f L2 ge;1%~11 sense? 

I i l a  &rid i n  +. very broad sense i n  terms of the direction eE I 

ii, 1 v h r r n  I wanted t h i n g s  t o  g o .  As a n  exampla, r e ? n c i t . e  
i 

8 h 
16. 4 cr;g & h a  WT&T' data requests. 

I 
$ 3  i <a . Would it be f a i r  t o  say i r  was more or fsss 

B 
5 

$ 6  8r0m w palicy point of view rather thar, a f i u r n b a r ~  n - c - m  I 

i $ 6  , h. Absolutely. 

A .  Not that I remember. I d:d n o t  p a r t i c i p a ~ t  1 

P i e r r e  Court R o ~ c r t  i n c r  



2 I T H E  CHAIRMAN: C o m m i s s i o c ~ r s ?  1 i 
t 
i 

I S  COMMISSIONER B U R G :  And I apprecrate t h %  1 
i i 

r e x p l a i i a t i o n  because there w a s  going zc be n qucscinn 

i 
5 i ankad.  You said at t h e  time wher! vn i l  chose n c t  te, .- - I 

E 
R 4 c h a t  yocr. s a y  when you chose t o  leirve money on t h e  

i 
! 

7 ! r n b l e ,  in your words, t h a t  AT&T threazened bypass. %cuf 
t 
t 

i 

L i wsul.ctZ they have bypassea at that t i n e ?  j 

e i 
if 1 E 

A ,  Well, t h e  most obvious way is, i n  iacc, cka 
t 

" 1 way c h a r  they h a v e  bypassed  and t h a t  i n  t h r o u g h  p r i v a t e  
1 I d 

3 .  1 .  In ocher words, we h a v e  a cuscorner who has 1 
I :: 1 significant usage; instead of u s i n g  a switch n e r i i a r k ,  , 

f $ 3  used a special access. 
1 

i 
% +  1 COMMISSIONER BURG: How much privarc line 

f I f 
1% ! k h e y  ~ t f e a t i n g  i n  S o u t h  D a k o t a  now, do vou know? f 
$4 / A .  KT&T doesn't offer - -  well, I shoul2nSt say 1 

i 
5 3  1 c%Efar p r i v a t e  l i n e .  They o f f e r  i n t r a s t a t e  p r i * l a t e  I 

f 

ip4 j %rr:o, and they use our f a c i l i t i e s .  They dcn't orfen:  5 
I * $  2 % ;  c h c y  b u y  it from us. 

! 
f 

i 
i 

I 
:.$ 1 COMMISSIONER B U R G :  Is t h 6 ~  considered 

I 

.. 5 
4 %  j LiLypaaa? 

i 
2% f A .  It is one form. It is the most sianificsnt 

Z.4 1 a ' i ~ 2 r ~  af bypass that occurs r i g h t  now. T h e r e  is ano tha r l  

,"& i 6 6 a l  a r a u n d ,  w h i c h  i s  t h e  form that they have i 
i 
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1 
1 / cnt i i cen t ra ted  on i n  t h e  p a s t  year. 1 

t 

i: 
P 
B 

7 COMMISSIOMER BURG: Then :3u f e e l  that, yau  
i 

-9 1 kiaow, a t  t h a t  t i m e  you left money ,z:-. c h e  t a b l e  $ ~ " c a ~ $ e  
\ r: f 

4 j y u u  were conce rned  a b o u t  b y p a s s .  La,., aboi i t  now? liorildi 
I 

3 rhrt the same s i t u a t i o n  n o t  h e  t r u e ?  
! 
5 1 

6 A .  Well ,  t h e  bypass  r ema ins  2 c o n c e r n .  T h e  
I I i 

T p r o b l e m ,  however,  i s  t h a t l s  obv ious  :hat  by leaving 
F ! 

H i money a n  t h e  t a b l e  and keeping access rates low. we 
I 

.r 1 d l d r r l t  accomplish our g o a l ,  at i e a s r  i n  t h e ;  l o ~ g  rara. 
I 
i 

i 
: F  We might have in t h e  short t e rm.  bu: i n  t h e  long ecrm I 

;: 1 ril d i d n l r  accompl i sh  o u r  goal, so t h e r e l s  nn paini i; 
I 

1 2  k s a v i n g  money an t h e  table. 5 
I i 
i 

f f :' I F o r  the same r e a s o n s  i n  t h e  d i s c u s s ~ c n  uc ha$ 

I &bout the p r i c e  o f  toll a s  i t  r e l a t e s  t o  wha; R T k T  psyo 

:% I far access ,  t h e r e  d o e s n ' t  seem t o  h e  a c o r r e i a % . ; ~ n  
f i 

i g  ' uhethar t h e y  p a y  high access o r  low a c c e s s ,  c h e i r  r a ~ e d  I ! 
I T  appcrr t o  be  t h e  same.  We found  t h e  same r e l a t i v e  ta 

I 
l% f r.E;@ i iasue of w h a t  we charge f o r  a c c e s s .  

! 
I 

% tp 1 C O M M I S S I O N E R  BURG: The 0 3 2  o t h e r  t h i n g  cbitr I 
1 I 

i. .-4 riS i a e c u r o  t o  ma, and I ' m  not s u r e  t h e  e f f e c t  that we 
1 

f I 
s t  / aliowcd b e f o r e ,  b u t  i f  t h e r e ' s  n o t  a n  a d e q u a t e  1 

i f 

2'2 1 ba lar i c ing ,  if  t h e  i n c r e a s e  i s  h e r e  a n d  t h e r e ' s  n o r  an 4 I 
I 

$3 ! adequate balancing, could there be a  s i t u a t i o n  o f  o v e r  
I 

I 
f 



---- -- 367' 
- - ' - ' . . - T % # ~ - = - - y  

i 

r frar ? I 
A .  T h e  Commissian always h a d  has c k c  a a l l i z y  TCi i 

dctarmine whether or not we are over earning. And L e  A/ 
'I 
h. 

a.ioncornpet:itive category, the C o m m i s s ~ o n  ~ J S  ri7e ~ ~ % ~ L I z Y [  

to measure us in terms of rate of r s . : u r e ,  or r 2 e y  h a v e  1 
I 

k h ~  ability to measure us in terms of p r i c e  z e q c i a c z e n  

w h a t e v e r ,  however t h e y ' v e  chosen. 

i 
I 

:n t h e  izr doskez  f n j  

$ h a t  stipulation we have agreed  L O  move f a r w a r d  a n  w 

~ ~ I c c  regulation basis. It dozsn't mean t h a t  the 

eomrnsaakon doesn't have the ability to s c r t 2 r i n t z e  oug 

I 
I 

rate a f  return at any time, which I'm sure :Re scagk 1 
Qcae . 

COMMISSIONER BURG: Thank you. 

I 
I 
t 

THE CHAIRMAN: Cornrnissiofier SchoenfcLdsp, 

COMMISSIONER SCHOEMFELDER: I want ra fa;taw 

I 
I 9 

4 p  on one comment you made to Commissioner Burg. And 

y ~ u  &%aid that AT&T has actually accc:npl.ishe2 bypass a& I 
r i l s y 4  vc  used that with your private line stlcring. Burl 

ch&% deesn" mean that U S West - -  ;:ou don ' t g e t  t I 
gwirchad access revenuer from that, but 3 S West s r i i i  I 
q a t g  kavenues from the private line :hat A T L T  buys from f f 
you; i s  that not true? t 

A .  
I 

Absolutely true. However - - 

COMMISSIONER SCHGENFELDER: Just S O  - - 
i 

A .  Mowever, I would point out t h e  dif fererxcu i n  
I t 

i_r*=-m"l__C--.-l- -- --.-- i 
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E" h 
1 r r v e n ~ e n  b e t w e e n  switched a.nd pri~5.e l i n e  is 

t 
5 

F 
f 

7 1 e i g n i f  i c a n t  . 

i 
t 
i 

.E CQMMISSIONER SCHOENFELCE?: Hcw s : g n : k ~ a n r ?  1 1 
A .  I d o n ' t  know. B u t  i can r s ? i  you z n a c  r n  tb3j  k 

j case of private l i n e  revenues, vs h a - e  prctatly r ren  1 
E 3 t 

s r B U Z  p r i v a t e  l i n e  r e v e n u e s  go  up  i n  r_ke s tac t2  ~n e 
2 

7 '1 p t t m 1 :  year  by r o u g h l y  r h a l f  m i l i i o f i  Inllazs 3rd ~ e h e r  1 
f 
1 

?, 1 tnl.1 go down by seven m i l l i o n  d o l l a r s .  

t h a  c o m p a r i s o n  t h a t  you  would offer? 

A .  Y e s .  

3 COMMISSIONER SCHOENPELDER: Then  co Ealicr up! 
8 

an y o u r  b y p a s s  argument, i f  you  r a i s e  switched ascaas 1 
f n t c o  to the p o i n t  y o u ' r e  asking for, w i l l  t h a :  n c t  i 

E 
J n o t  e n c o u r a g e  m o r e  bypass by o t h e r  cornpaniool  I 

A .  I t  may. I t  may. i 
i 

C O M M I S S I O N E R  SCHOENFELDEA: B u t  yo4 don't 
i' 

C;~Y(!ZUE? t 
t 

1 5 %  1 
i 

A .  S u r e .  I c a r e .  B u t  I ' v e  ha! my raras a t  3 

5 @  1 cantar a n d  I o b v i o u s l y  h a v e n ' t  a v o i d e d  b y p a s s .  1 near. I 
I i 

d i  i a happened ,  a n d  I feel t h a t  I a m  zo  l o n g e r  :s a 
i 
1 

2 2  / position t o  l e a v e  that money on t h e  c a b l e .  Yesh. I. 

I 
I 

! t 
2.: 1 Sc?ifve there will be some a d d i t i o n a l  bypass, but m y  

t I f 
$ 4  1 p r l a i t i o n  i s  so  be i t .  

i 
z s  j i C O M M I S S I O N E R  S C W O E N F B L D E R :  Okay. Ruc  let's i 

1 C-,~--."--". 5 
~ ^ u l - s a , - * u d  

P i e r r e  Court R e p o r t i n g  
( 6 0 5 )  2 2 4 - 4 1 5 0  



j 1 you average it L O  5 5  and that1. across a l l  14 
P 

4 $ 0 t l t ~ ~ - 8 ?  
a 
I " A .  That's on an interstate basis. 
i 

q COMMISSIONER SCHOENFELDER: T h z t f s  

+ 1 intcratate. 
' i  
B ! COMMISSIONER SCHOENFELDER:  BE^ on the 

1 
% 1 i n t r a s t a t e  level are we still now mirrorin9 c h t .  

4 

i 
! 

80 * ira&&rstate rate in South Dakota? 
i I C 

? :  A. Absolutely not. We quit mirroring t h a t  w h e n  
I 

f 

12 1 L ~ E .  C ~ m m i a s i o n  developed the rules in 1 9 9 3 .  
t 

i 
B . S  \ COHMISSIONER SCHOENFELDER: I ~ ' S  3.14 now) 1 

r I 
I 

A .  That is what's in the stipulation. in 

$ 5  1 ~ ~ ( t l i t y ,  Commissioner Schoenfelder, r h e  cusiomsrs far 
r t $ 4  $ L C C C L S  a r e  not paying 3.14,. They're paying sornewb~re  1 
f 

4 i t  t h e  a v e r a g e ,  I beiieve, aild several have tesrified 5 
t 

- 1 ts r h i a ,  including AT&T,  around 2 - 8 .  Arid t h e  r a ~ a o n  
I 

t s $ *  1 Ler t h a t  i e  because with the restruccurc of transport 
I 

z o  i ' r r i  switched acceas, companies like A T G T  can  t a k e  

g * . r ' ~GvdlnCsige of dedicated transport 2nd reduce their 
4 
i 

$ 2  j gongs,  i 
i 2 3  f 
i COMMISSIOBER SCHOENFELDER: Okay. Bcc i f  

I 2" B E  paying t h a t  p r i c e  a n d  I believe - -  a n d  c o r r e r r  i 
; 
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*. access rate case applied a s k e d  f o r  a p h a s e - 1 2 .  e h * t  tk 

yau c o n e i d e r  a p h a s e - i n ?  A f l a s h  c ~ :  to 6.1 ~s a 

p h a s e  - in? 

A . Fje11., f i r s t  o f  all - -  

COMMISSIONER SCHOErJFELDER:  D e f l f l ~  t h e  wax3 

f a r  m a .  

A .  I don't kncw that the word phase-in r s  

deflnahle. 1 mean we've j a c k e d  a r o u n d  abour t h a ~  f a x  

t h s  l a s t  f o u r  months. I believe that the last rinc th*? 

r a t e  was i n  the last study was designed to be 6.7. Wa 

ikb?kad for the rate to go to 5.5. I f  somebody wsnra  go 

s r g u a  that isn't phase-in e n o u g h .  I believe w e ' r e  

entitled to 6.7 in the o l d  cost s t u d y .  W e  w ~ r e  a t  3 ,  

Y @  asked t o  go to 5 . 5 .  

The argument was that the cost study w a a n a g  

agly good because it was too old and t h a t  the s a l e  of 

rxshangea t h a t  occurred. S o  we agreed finally co :i;e 

a nar ccst study. Everybody has had ample opporcuniiy 

co bc r eady  f o r  that, and now that c o s t  s t u d y  comes in 

&z 6 . 6  a r  6 . 7 ,  a d j u s t e d  by s t a f f  down to 6 . 1 .  A r ~ d  aa 

Trr a s  I ' m  concerned, w e  a c c e p t  that. I 'm t i r e d  of 

talking about p h a s e - i n  t o  t h e s e  people because : h e i r  

ph3@%-ln a s  AT&T is zero. 

COMMISSIGNER S C H O E N F E L D E R :  B u t  I ' m  

a ~ k r n g  t o  you t a l k  t o  t h e s e  people. I ' m  asking you LO 
---*Rar - - --..-- 
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I 

1 j ~ a 3 . k  ta me. D e f i n e  f o r  m e  what y o u  r a n  cnnsider 
I 
! 
f 

2 1 pl le las- in  t o  be. And I u n d e r s t a n d  w k . i t  r he  3rgurer .c  r n e ;  
1 
f . e . ,- I 

:t f h ~ f a r e ,  and I want  t o  k n ~ w  what - -  - -  I ' R  a canstmar " 

i 
1 

\ i 1 aut there w t i o 1 a 3  g o i n g  t o  be  t h e  e n d  L - e c i p i e ; ~ ~  0 2  r3E,is + i 
1. 5 f i n c r e a s e ,  o r  p r o b a b l y  rr~i.11 be t h e  er.3 r e c i p s e n s  or" zne d 

6 1 inrreasc i n  s w i t c h e d  a c c e s s  r a t e s .  I want r a  know hou 
t j 

7 1 1 8 : i l  g a i n g  tc d e a l  with phase-in as cpposed c o  flash L 
i: 

G 
9 1 PI . W e l l ,  f i r s t  o f  a l l ,  the c c s t o r n e r  s n  r k i c  case1 

f I 
i I i t1 ~b the i n t e r e x c h a r a g e  c a r r i e r .  
E I - 1 z a  I COMMISSIONER SCHOENFELDER: u s West 

I 
I 

e ~ g e a r n e r .  But t h e  e n d  r e s u l t  i s  t h a ~  w i l l  be pasag6 aa- i 
1 c 3  the consumer. A t  least, i t ' s  been in e v e r y  athct' i 

cnwe I f  \re ever been involved i n .  
1 

A .  
1 

Well, t h e y  certainly h a v e n ' t  p a s s e d  on she 

dnesoaaee  to their c o n s u m e r s  so. a n d  I t h i n k  scme a f  i t 

chcm h a v e  i n d i c a t e d  t h a t  t h e y  wou ld  p r o b a b l y  avcrxge = = I  
k t  least, T think that's what  S p r i n t  indicated. 1 ! 

i 
caa" tapeak to what they may o r  may n o t  d o ,  but I do : 

i 

I tnnv r h i a :  T h a t  i f  w e  d o n ' t  r e c o v e r  the f u l l  cost of 
Y 

w i t c h e d  a c c e s s ,  if somehow w e  c h a n g s  t h e  rules E 

u a  ~ a k c  i t  away f rom s w i t c h e d  access ,  w h a t  1 ksow is 1 
? 

t h a t  u l t i m a t e l y  U S West i s  g o i n g  t o  h e  forced co  a p p l u l  
' I 

- + -i4 2 e ~ i ? $  u " c 7 ~ t :  to t h e  r e s i d e n t i a l  a n d  b u s ~ n e s s  l o c a l  

2% 1 cuacomer  b e c a u s e  t h a t ' s  t h e  only o t h e r  c u s t o m e r  r h a e  
i 
1 

41- m i r r r f r = ~ a . I . r - -  - ! -,---r 
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r rtrs? 

A .  I don't want to get into a n  argument C F  

Sbocusaion about it. 

COMMISSIONER SCHOEMFELDER: NO. B u r  the fat$ 

j,g f f yout re allowed to make yourself whol,e ,  you c o u l d  

a ~ k  the Commission to do that? 

A ,  L would expect that my company would ank %B 

Qu t h a t  as long as this Commission expects me t n  

provide what 1 have heard people call a mGnopa2y 

m r v i c s  in South Dakota. I have to provide r h e  

~ ~ r v i c e .  I have to provide switched access. knd a s  

?sng a s  X have to do that, I believe this Comrnissioz 

&na  an nobligatisnu to make me whole. 

COMMISSIONER SCWOENFELDER: O k a y .  Thank 

y o u ,  

THE CHAIRMAN: A n y  redirect? 

MR. WELK: Nothing. 

T H E  CHAIRMAN: Okay. I thrnk yau'ue done. 

Thank you, Mr. L e h n e r .  

Any other rebuttal witnesses? 

MR. HEASTON: No, sir. 

THE CHAIRMAN: Does this prompt  anything by 
?,'I m.z--s----- - - -  -,- 1 

.----"---.,x-d 
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a. .,.s 

i r ? 
--.IIIYIL.-w-- 

&'T & 'i' 7 

M R .  LOVALD: N o .  Mr. C h a l - = a n .  

THE CHAIRMAS: Okay. k c y  -losing 

scatcments? I guess we're done w i c k  t h e  wiznessea cnd 

:kn tet3tirnon-y. Any closing statemenzs by anybody? 

MR. H E A S T O N :  The only closi~g s t a t e n c a t  nc 

d o u l d  have for the Commission is thar I r h l n k  we've 

p ~ = e s a n t e d  the case that establishes =hat t h e  cesL ssu&y 

uag dune in compliance with t h e  Comm:ssicars xc!ea: 

e h j c  cha price t h a t  of 6.15 c e n t s  is consisten; w i e h  

ah% c a t r c c t  application o f  :hose ru??s. And g ~ v e n  tho  

t h a t  Eacr, and  g i v e n  t h e  regulatory ~nuirunment t h a t  

t h ~  Cammiasion and the statute and t h e  r u l e s  put 

a w i e c h e d  access in, that the 6.15 cents price shrukd bc 

a p p r o v e d .  

THE CHAIRMAN: A.ny closing statements by any 

r3char party? Mr. Lovald. 

M R .  LOVALD: Mr. Chairman, and I hope this 

u s b %  s h o r t e n  t h i n g s  u p .  I t ' s  m y  b e e n  m y  expzrience ia 

p g a t  dockets t h a t  t h e  parties are al-owed t 3  s u b a ~ t  

% r $ e f s  to t h ~  Commission once t h e  tr3nscript has been 

made available. I think there are a n u m t e x  of rsnuca 

Khat h a v e  been raised in t h i s  proceeding. 

Rather than belabor any 01 t h o s e  poincs i n  

Ztnai argument, 1 would simply request oE t h e  
z--"w.,a&*e-- -- - . 

Pierre C c u r t  R e p o r t  :ng 
(6053 2 2 4 - 4 1 5 0  

qlfl 
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, - ----- - swm""*--s, 

C o m r r ; i s s i o n  an opportunity Y O  submit d r i t t s n  cc~;;sr;zc; e.3: 
B 
f 

",ne Commission s a m r n a r i z i n g  our p o s i ~  -on a'c cne  r r n i s  t E q  
i 
i 

:ranscript becomes a-va.ilablz and i e s V d r e  it a: t a a c ,  I 
F 
i 

THE C'HAIRMRN: We a r e  goix3 t~ make L;F ::ze 
I 
t 

briefing s c h e d u l e  n e x t  a f c e r  closi~-g s t a t e m e n r o .  f 
t 

hnybody else? Rr. Hoseck, 5.s Ccmnission c c ~ u x s e i ,  why j 

d o n ' t  you go ahead with the briefinq schedule. i l 
1 
i. 

MR. K O S E C X :  I think we cc . .~ ld  gc a f f  r h c  f 
f 

r e c o r d  for a moment, p l e a s e .  

(Off t h e  record discussion. ) 
I 

THE CHAIRMAN: Go ahead and  pui: t h i ?  b r ieFf r tq  
1 

i s c h s d u l c  on the record. i 

i 
f M R .  MOSECK:  The  b r i e f l y  s c h e d u l e  will be a,& i 
I 

Iollova: The transcript will be a v a ~ l a b l e  October : 6 .  1 
I V S W e a c ' e  B r i e f  and Proposed Findings and Csnclusioa~ i 

wc)vld he due October 30. Keply  b r i e f s  of staff and E 
I 
i ~ n k s r v e n o r e  and Proposed Findings a ~ 3  Conclusions jrs j r 

&pgropxiate November 13th. Rebuttai briefs would be f 

I d u e  Nevember  2 0 .  A n d  a l l  late-filed e x h i b i t s  ~ h o u l d  he .  
t 

%sZ@d with the Commission by Octobex 16. I 
THE CHAIRMAN: Any questions abour t h e  

brzcfing o c h e d u l e ?  I f  not, t h a n k   yo^ ail v e r y  much. i 1 
T % i @  hearing is now a d j o u r n e d .  1 

I 

(THE HEAKING CONCLUDED AT 12:19 P.M.) 

Pierre Court 3 e p o r t : n g  
( 6 0 5 )  224-4150 
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$'$ATE OF S O U T H  DAKOTA 

) 

K:3Ui%TY OF HUGHES I 

I ,  Lori J. Grode. RMR. a N z ~ t a + y  2ibi.c ic an 

for the County of Hughes and State of Sourh Dtk?;a, do 

hareby certify that the above hearir.3, pages 1 t h r o u g h  

) ? 4 ,  inclusive, was recorded stenographrca? ! y  by ,e &n 

usducsd to typewriting by me. 

I FURTHER CERTIFY that the foregcing 

eranacript of the said hearing is a :rue and sorracr  

r r a n a c r i p t  of the stenographic notes at the L i m e  aad 

p l a c e  specified hereinbefore. 

I FURTHER CERTIFY that I a 7  nor a relative nq 

caployae or attorney or counsel of axy of t h e  p a r r i ~ ~ .  

n@r n relative or employee of s u c ' ~  a r t o r r i e y  or c o u n s e l ,  

2 1  L i r t a n e i a l l y  interested d - i r e c t l y  c r  indirectly in 

~ h k s  a c t i o n ,  

IN WITNESS WHEREOF. I have hereunro scz m y  

nand rnd seal of office at Pierre, S o u t h  Dakota, this 

I 
13 j LLZh day of October, 1996. 

L 

- --- 
Registered Merit Reporter 
Notary Public 



%W ~2~1mk1iiasiun ("Staff") , collectively referred to as the 

"~fi,$gse . ,hmxfiC) B r-espe~tfu11y submit this Stipulation and Agreement 

te:p b-, pi,~~Xaz; XQ~I] for approval by the Commission, pursuant to MtSB 

$6 . $ a  , 02 : %C , 

RECITALS 

1 Qn Ceccmber 28, 1994, U S WEST filed its application in 

t w a  dackar seeking to change the w a y  the prices cf its 

yg~9~mq~c:Ir: 1 P: jj,ve se-mices are re~ulated. The underlgin~ auchorl t y 

d w  bkpi-l C m m w ~ i ~ n  to approve price regulation, as opposed to 

r+%ffc elf' r"f'lRum regulation, is SDCL 49-32-4.1. 

4 .  SGCL 49-31-4.1 allows U S h%ST to petition tor an 

~,asur t&~rr i~s t icm OE price regulation for n~ncompetitive s c s z l ~ l c e s  

X A T X ~  price  regulation will have a .pasitivs effect on universal  

u i g r t e i , ~ ~  and bc more reasonable and f a i r  than rate sf return 

% #  7 .  flnirrcrsa: service i s  defined i n  SDCS 4 9 -  31 - 3  (11) BE 



tqar:.v%ce which i a  eEf icient an& avzilable to a l l  cuatsx~tzrs Lkx~efg3 

ndr;.q:rate EaciBitlies a n d  at a reasonable price. 

3 .  Race sf sercuni regdatiori is defined in SIX% 4%-3i -I . (&)  

h~ a procedure used by the Coinmission ta approve a eShaz~e %ox t%& 

~ t n - i c e  which balances the customer's need for adequate ss%tvfce 

viCh kl B h%ST" need to cover expenses and earn a reasonable xste 

sf T C ~ U ~  on ir.8 investment. Price replation is defined f n 9 

4:il .SZ-$. 4 a s  being a form of regulation other than rate sf rclttm 

rcqu3atinn which takes.inta consideration the pricing c-f 

%t.f,e.rnatslves, market for a service, affordability of urtivcmaX 

nmvicc ,  and the fully allocated cost of providing the servie~. 

4 Rate of return/rate base regulation is designed cn 

cktmum appropriate costs of providing service. The costs of 

am-vbcs are  determined on an aggregate h a s i s ,  and then alfosat=ad 

%n w r v i c c  units. Prices based solely on cost of sewice/rate of 

4%%m-n after  little pricing flexibility. In markets tcnding 

f , ~ w a ~ i ? .  axnftpet it ion, pricing f l iexibil i ty enables a variery of h k h  

Ssrsas and indirect customer benefits. 

5 .  This Stipulation will result in a price ceiling far 

kr:aader~riel basic local exchange service below the f u l l y  

,x S ii;x?at e!d coat: of that service (by both U S WEST' s or tile St&fEc s 

~ ~ & ~ z ; ~ l ; k t t  ian t . For t h a t  reason alone, this price regulacior: pP an 



w i . $ 6 2 1 g  est&Lisincd thaagh regulatory oversight. That 

S 3  ok i  b i l  i t y  i s  not present i.n traditional rate of return 

~bqwl&c ian .  Pricing flexibility, as described in t h i s  paragraph, 

~ 6 9 %  w $ h w  tl S WEST to compete on the  hasis  of price and w . % l l  

semuuaya cont inued  U S LEST investment in facilities and 

sW:*tr'i cca to meet customer expectatio~s. 

4 , . The r ; e l e c~mun ica t i ons  market is determined by 

twiwiol @gy - its saphistication and cont h u e d  rzpid & e v e l o p n $  

dtrd stjaergc, U S WEST must be allowed to recognize the enomria 

:%pxr'& af teckmology on its semiee by beirq able to recover &&c 

i.%pd,rr;&l invasted in necessary t e r z h n a h o g  - in a aacner sirtihr- sa 

ah2 azhar eornpetitive entity - using generally accepted 

accLouncLng p r i n c i p k e s .  The recovery of capital ccsts through ~ h e  



I n e m t i v @  f o r  U 5 and i ts  shareholders to invest in t h e  

dwm Xrqiug kechnology . 

8 .  Sssential- to the  implementation of any pricing p b a  fat 

D il: t4ES'R i s  t h e  assurance that  Ir will have a. posit5tt.c impack: an 

ttaiva~aaS, service. A key goal of universal aemice is %kc 

avni,Xc&ility and affordability of quality residential &mi@ k = c I  

exrhange %eLecommunicatims service. This plan gr.anee prLcia9 

IfmxLbllity, below a cost of service ceiling, for kasie: Pow? 

% ~ ~ c 1 t ~ n g @  service. Thf s fact alone dictates universal s ~ r v i c : . h  

R&a%fits accruing from a b p t i o n  of an agreeci to form of @rice 

rqfult R t ion. 

"WHERBFORE , the Parties now agree and st, j-pulate as f aJ l,owrt+ : 

A G m m  

9 .  The prices of U S kTST's services which are c l ~ ~ ~ i f i b d  

a5 ~ancompctftive pursuant to SDCL 49-31-1-1 s t~a l l  not ka selafy 

&i':"i.mirrad ( fo r  other  than a ceiling! by rate of return 

~esuX&tion, but as set out in the following paragraphs, 

X U .  The prices for the fsllowiny services will hc 

6~rarminad by this price regulation plan: 

a ,  Business and residential local exchange service: 





b. After t h i s  eighteen month pzriod, V d W"+ w.r~ a ; $ ~ r  s 

f2exikly price residential basic local excha~ge  wrv%t;k &r -?te 

$:.a?% $:u alr additiona~ $2.10 per l i n e  per mal-rrh f w z  t b . i  4 r'$4%~&; 3 k ~ l  ," 

7 1 r i  ring change being applied to measured rcsl.der?o iri",aer~-7@ : . - c  5 , 

trhiclr again incl.udes a portion of t he  charge fzx-  raufyil-:7~:~t*7 

w s ? ; i  ce, i f  the resultant price does not exceed ~t1=2  c:*:% b ae-g 



e. The price ceiling stated Fn p%r;icir&$~St !A$:, a%:**: 

m y  be adjusted as provLded for in paragraph 1 4  at  rAP6; 

Stipulation, except that no adjustment, tc t h e  ~ F L C C  cw i .~b-$i2' 



: - [- 'J3-w price ceiling f o r  switched ;~ccc~;: ;  g;f$rv ;q:r;1;3 &r j I * 2" 

&';rrmincd by using t h e  switt:hed access l i e s  folJcif z z 3  A;.<:; 



20:10:27 thxough 20:10-.29. Pzice changes ui.LJ. be. k & ~ 1 % G E % t  ~ % z k r  

the requirements of SDCL 49-31-1.4, 49-31-4 ,  49-3f-12, 48=f"-la = -  &... 3 

and 49-31-12.4, and the order in hcket No. TC:f93-tW. 

16. A l l  of the price changes, including &ha prXC%z =f-%km:.k 

reflected in paragraphs 13 t h r o u ~ h  I5 of this StSpxbxtWa, t 4 8 f  

5:fi reflected in tariffs f i l e d  w i t h i n  thirty d q a  of && 

Cmmission's order approving the Stipulation. The priea~ &@d 

price ceilings can he changed only as pravided for f a  kSsf% 

Stipulation, and after notice to the Cudasicrrx on4 ao L h  p&B%e 

as required by statute. 

17. U S WST agrees to an aggressive p c q r m  05 i f f ~ e ~ f m . i ~ $  

kl: network infrastructurz. The specifics of chis  plm ~iam 

Included as Attachment k to this Stipulation. 

18. The Parties agree, except as pravidew2 far bfw, c%&E 

t h i s  price regulation plan should remain in ~ & P @ c x  unY;P1 @@$I% 

tine as khe Parties shall mutually agree to its t ~ t - ? & ~ t ~ i & i c m ~  

revision. or amendment. Either U S WEST or the 8cef.L may 

uai.laceically terminate this price regulatioc? plan i f  m y  

authority of the Commission necessary for the cflcctiva 

administration of this Stipulation are prrrcmpred by imkrhf 

legislation or federal regulatory order or rule;  sr by &rty oe&g 



of the Commission t h a t  subs tan t ia l ly  alters +he prxcbzq . 

flexibility provided for in this Stipulation, %f $2 !&= a%& 
Staff also agree t ha t  t h i s  price regulaticm plan I s  z & P e a ; 5  X P ~  

Ehcr sale of exchanges by J S WEST to multiple bayam 

lu394-122).  The prices and price ceilings yr~lxjar~d d% Z-%B @&a 

k&Y1 apply initially onby t.o those exchanges which axe W F  2 p&%% 

a$? the sale of exchanges.  hereafter, at the ccyrielb%d.eS & 

asle process, including t h e  order of t h i s  ComrzFnaim, cW 

opprorvzls of the  Federal C~mmxiications Caodalaisn, A % R ~  awy 

appeals therefrom, the plan and implementing tarf%fs & a P P  fP&n 

prospectively apply t o  any exchange not; apprurved fa+ sala. 

Parties anticipate tha t  the effective date of tks fm2ew%&w 

t a r i f f s  for  the exchanges not a pa= of the sale %ill, cw iUa$a~ 

IChm October 1, 1995. 

19. Motwithstanding any price: cei l ings swsta$ &$a %hlz  

t3tipulatl.m and a s  approved by Ccmnission oxdsr, the C 

OR i t s  OWPI motion, or U 5 by application, &%'y oh& G# 

investigate and adjus~ applicable price ceilings ttm @wy-J~san%iof 

ccrsst impacts caused by a change in taxes ox o t h r  gwetw1~~.2jk 

actions beyond t h t  control of U S WEST, a change is, kwaimo% 

scmpe, or any event or series of events which cablae the h95y 

&.P,lcxated cost  s tudies ,  eit.her relied on in t h i s  dacka.t r.jr in  



a. Annually: 

3. Tefephone square miles served. 

b. Quarterly: 

2 .  Access Line data hy central aEfic:~f (m~xxea$Ey 
m-7) . 

c. Monthly: 

1,. Incone Statement (from the rofal scats 
(unadjusted) curren"i1y tlic FXR- 1 I . 

2.  Summary of Operating Revennes Icuxrc-nf ir €fire! B3-t - i S , 

3. Surrmar-y of Operating Bxpemes ~crurrcntXy tnPne K&*%\ 

4. Minutes and Message data (currently ehc M-3tc 



5. Depreciation Reserve Analysis (crjn-c!%lfp tkds FA- 
1.6) - 

6. Construct ion Expenditures Ccurrerrr: Py ~2ai;s  @=i, & $ . 

7. South Dakota based employee cavne by rut%wac+%wE 
craft. 

21. The Parties agree that t h e  price regaletiesx! g&sb 

outlined in this Stipulation is just and reaaocrahle. $%: E ~ ~ w w w #  

the need for a£ fordable and ef f icieat service, O .S -'Q~J: r ~ w d  

Ler pricing flexibility to meet Lhe rapid change@ Sa %e+r"r%'.wi~gy- 

and competition, and it recognizes the Cc~nmisrion'a M& f o g  g w f  

cat ewcvice scrutiny of any established ceiling. 

22. The price ceiling, which is the maxi@urn pries B@wl  

a?tntpXsyeCJ. wi th in  this plan and upper l i i n i t  to any 'bd 5 WESF 

discretionary pricing decisions (subject to Rwd.iEying &ah 

eontrolling the term of this settlementi , is caleu3oc&i h @ w 3  

u p n  cost of service review and Commission case sf service 

pxeeadent. The price ceiling is directly ccmparaSlc so a cass e-%f 

mxuice/rate of return/rate base-determined race. The, ddract 

rmtepyer effect of this plan will t he re fo re  bs a k n c r i k ,  ~ t - e a  

g~lcas are below t.he ceiling, of having the prices Ekexed k l w  

xbom d e t e m i n c d  by strict cost of servzce cpkdal ijwss. 



23 .  The Parties acknowled.ge and agree that tfkh Stxp& &% %a% 

irs a eomprorrlise of the positions which would be asrsarh=i3 i L  Ww 

metar is litigated. Accordingly, evidence of conduce sr 

&tWzmerr%s made i n  negotiations and discr;asions in ccmmWz#.w% 

w i t h  this Stipulation shall not be artissible in any p ~ ~ ~ ~ B i 5 p g ~  

24. This Seipulation ohall not -become effecaiwe arzd @b%%.$ 

W Q€ mu force and effect until the Comniosion ismes a E 1 m 1  

on3ar accepting and approving this Seipularlcm. 

2 5 .  The Parties have entered into this srfpulaebczw &a &o 

Iaragreeed dm~nent a d  urge the C3cmmission to adapt $4 la $W 

~ t i r e t y .  Accordingly, in the event any part or a l l  a% hbie 

%ripularkion is modified or rejected by the Coarnisaisn, em3 WrGy 

regames the right, upon written notice to  the C~nrariasiaw s d  of: 

ather  parkies within five (51 days of the effective data w f  ch@ 

Lsnal w~i+ten Commission order, t o  withdraw from thZa S t i p ~ % a t f o w  

withc1;:t being bomd by its terms in this or any other p x c s ~ ~ ! Y g ~ ~ ,  

Any party that elects to withdraw shall be en'litled tai ;PFD%@& 

with ah1 its rights, claims and defenses, and s h a l l  nor o tk~r -wim 

h prejudiced by the terns of this Stipulation. 

2 6 .  The Parties agree that: t h i s  Stipulation ostabbsl,iafreo w 

pracdexlt . 



2 7 .  It is understood that Staff enters intc chi@ . 

S%*dpuTation f o r  the  benefit of U S PEST'S South Dakaea 

t s l seumunica t ions  customers, 

2 8 .  The Parties submit this StipdlaLion and x.i~uss.%Z & k g  

ERa Cnnmiosion issue its decision a c c e p t h g  t E s  Stbpa3,~~im 

wirbsut modificatian. 

'b) $6 Wr C~mrnunications, Inc. 



On Decemmr 28. 1994, U S WEST Communica?jons (U 5 WEST1 &Ww& ?EX@ %@&e 
Utlf$B-a)$ ~ r n i s s i o n  (C~mamission) a Petitlon Purs~ant  lo SOCL 4 9 - 3 4 . 1  
O R B @ B ~  Mmoranclurn in Supp~n of Betaron. SDCL 49.31-4.1 pravE&j. f@d 
~nv~~j-s~,,fgala iwlhoCJs of prim regulation for nonmmp&iva servfoas, in 4& 

r n Q W  ?Bza.Mn?ial, busi 

SDCA 494 1 - 1 .I C6), au h i  







VJI. 
A hearing on ths Stipulation and Agreement was hald on Auguff 14. f%%* C3$ d.ws 

frrtcrwmrs only ATgT and D6T chose to parthpate in the hearing, Wt, 
Z'eil-eTech, TCIC, Firsfel, Vel Serv and the Common Gartiers chow to filsz~eS- W cw 
%QlTC fibd a Wi!hdrawal ol Intervention whtch was QrantQd by the Corn- a -  
199% 

VICI. 
The test y e a  employed b r  this filing was 1993. 







Time 'Frame for Capital Depkymmt 



WIX. 
the, prim rsgul Jian plm applies only $0 the exchanges of If 8 WEST .em%% i&rr% 

a of ths sale of exchanges. 







































CONFI DENTIA 



STATE OF iscwzS4 DAlFpM 

: 08/20/96 

- ZICjCdEn' NO : 'K96-107 

, . 

the information, prov 
proyide the adjustments f 
inchding changes for o r i  

Senior ~ t t o r n e  - 









STATE Of SQMIQ mwm 
ATLT Caopueie.a&ms 

: 08/20/96 

WCI(ET NO : TC96-107 

' ;  pasad on the .data provided in respoal. - provide the annual. Billed U u t e s  of tlr 
the sale of exchanges, for USWC's toll 

(PTC) ICO traf f i c ;  
d.  Designated ICO to UsWC traffic; 
a. Designated to I)esignated ICO traffk. 


























